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PREFACE 

The  United  Arab  Republic  (Egypt)  is  striving  to  achieve  in  a  decade  or  two 
a  higher  standard  of  living  for  its  people.   The  population  increase  requires 
almost  one-half  of  the  5  to  6  percent  annual  increase  in  national  income  just 
to  maintain  the  old  standard.   Arable  land  per  capita  will  be  no  higher  in 
1972  than  in  1962  despite  the  expectation  of  adding  2  million  acres  of  farm- 
land through  reclamation  and  the  completion  of  the  Aswan  High  Dam. 

It  appears  certain  that  greater  dependence  will  be  placed  on  imports  of 
cereal  grains  and  livestock  products.   Already  half  of  the  wheat  consumption 
of  the  United  Arab  Republic  (UAR)  is  met  through  imports,  most  of  which  enter 
under  the  U.S.  Public  Law  480  program.   Were  it  not  for  the  P.L.  480  program, 
it  is  difficult  to  see  how  the  growing  Egyptian  demands  for  foodstuffs  could 
be  met  during  the  transition  period.   One  of  the  largest  U.S . -supported  school 
lunch  programs  in  the  world  is  operated  in  the  UAR;  it  feeds  some  3  million 
children. 

The  UAR  is  making  strenuous  efforts  to  increase  food  production.   On 
January  10,  1963,  President  Nasser  in  a  nationwide  address  said:   "We  have  an 
excess  of  population.   We  said,  and  we  will  say,  this  excess  population  creates 
problems  for  us,  but  the  only  solution  we  have  is  to  work.   In  1952,  during 
a  trip  to  Kom  Ombo,  I  noticed  that  the  lunch  of  the  citizens  and  workers 
consisted  only  of  black  bread  and  an  onion.   That  was  the  situation  which 
prevailed  in  the  past.   We  have  succeeded  in  getting  rid  of  part  of  it  (hunger), 
but  we  have  not  been  able  to  get  rid  of  all  of  it." 

A  recent  report  by  the  United  Nations  Food  and  Agriculture  Organization 
(FAO)  on  grain  utilization  stresses  the  point  that  famine  is  averted  and 
consumption  of  grains  as  food  is  maintained  at  a  relatively  constant  year-to- 
year  level  under  the  U.S.  Public  Law  480  programs,  Titles  I,  II,  and  III. 
Stability  of  a  food  supply  to  the  country  through  the  P.L.  480  programs  should 
permit  UAR  planners  wider  latitude  to  develop  the  industrial  and  agricultural 
sectors  under  the  second  5-year  plan. 

This  report  appraises  the  P.L.  480  Title  I  program  and  its  interaction 
with  other  Food  for  Peace  programs  in  the  UAR.   In  examining  the  role  of  P.L. 
480,  Title  I,  the  planned  and  actual  uses  of  local  currencies  generated  from 
Title  I  sales  are  discussed  in  relation  to  the  total  U.S.  economic  aid  programs 
and  external  assistance  from  other  sources.   Particular  emphasis  is  given  to 
the  effects  of  P.L.  480  food  shipments  on  food  consumption,  trade  patterns, 
and  foreign  exchange  reserves. 
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SUMMARY 

Surplus  agricultural  products  have  been  sent  to  the  United  Arab  Republic 
(the  official  name  of  Egypt)  in  substantial  amounts  since  1955.   Public  Law 
480  represented  about  three-fourths  of  the  total  U.S.  economic  aid  to  the 
United  Arab  Republic  (UAR)  from  July  1945  through  June  30,  1962.    Under 
Title  I  of  this  law  wheat  and  flour,  feed  grains,  rice,  tobacco,  dairy 
products,  fats  and  oils,  poultry,  and  other  agricultural  commodities  having 
a  Commodity  Credit  Corporation  (CCC)  cost  of  $1.1  billion  have  been  made 
available  to  the  Egyptian  Government  for  local  currency.   Eight  separate 
Title  I  sales  agreements  have  been  made  since  1955.   The  two  agreements 
signed  during  1962  exceed  in  value  all  agreements  with  the  UAR  signed  from 
1955  through  1961. 

These  programs  have  made  the  United  Arab  Republic  the  largest  Title  I 
signatory  country  in  Africa  and  the  third  largest  in  the  world.   Only  India 
and  Pakistan  have  larger  Title  I  programs.   The  Title  I  program  in  Pakistan 
is  only  one-fourth  larger,  but  the  Indian  program  is  3  times  larger.   On  a 
per  capita  basis  (1962  population  estimate),  however,  the  cumulative  market 
value  (including  ocean  transportation)  of  Title  I  commodities  under  agree- 
ment amounted  to  $28.82  for  the  UAR,  $10.81  for  Pakistan,  and  $5.38  for 
India  from  the  beginning  of  the  program  through  June  30,  1963. 

The  local  currency  generated  from  Title  I  sales  through  June  30,  1963, 
was  programed  to  provide  71  percent  as  loans  to  the  Egyptian  Government, 
16  percent  for  U.S.  uses,  10  percent  for  loans  to  private  enterprise  and 
3  percent  for  grants  for  economic  development.   The  agreements  state  the 
percentage  of  total  proceeds  to  be  used  for  the  purposes  specified  in  Public 
Law  480.   U.S.  holdings  of  Egyptian  currency  were  determined  by  the  Treasury 
Department  to  be  in  excess  of  foreseeable  U.S.  requirements  for  fiscal  year 
1963. 

Only  a  small  part  of  the  funds  available  under  the  programed  uses  have 
been  used  by  the  Egyptian  Government.   Through  December  1962,  local  currency 
grants  for  economic  development  equivalent  to  $600,000  and  two  loans  equiva- 
lent to  $1  million  were  disbursed  to  private  business  firms. 

Disbursements  under  loans  for  economic  development  to  the  United  Arab 
Republic  Government  through  June  30,  1963,  amounted  to  $180.2  million  out 
of  $556  million  programed  in  cumulative  agreements.   Under  these  agreements 
the  United  States  will  receive  payment  of  the  same  amount  of  foreign 
currencies  lent  without  regard  to  changes  which  may  occur  in  exchange 
rates  relative  to  the  dollar.   Loan  agreements  signed  since  June  22,  1962, 
generally  require  an  interest  rate  of  three-quarters  of  one  percent. 


Approximately  16  percent  of  the  market  value  of  the  agreements  has 
been  set  aside  for  U.S.  uses.   These  currencies  support  a  wide  range  of 
activities,  including  the  U.S.  Information  Agency  programs,  international 
educational  exchange  agreements,  book  and  periodical  translation  and  dis- 
tribution programs,  grants-in-aid  to  the  American  University  of  Cairo, 
grants  for  scientific,  medical,  cultural,  and  educational  activities, 
acquisition  of  facilities  abroad  for  U.S.  Government  use,  and  dissemi- 
nation of  foreign  publications  to  U.S.  research  libraries. 

In  general,  it  appears  that  the  UAR  has  benefited  in  humanitarian 
as  well  as  economic  respects  from  the  P.L.  480  agricultural  commodity 
assistance  program.   In  many  ways,  the  food  assistance  was  as  important 
as  dollar  capital  aid  to  the  country  in  view  of  the  critical  food  needs 
that  have  existed.   The  UAR  has  less  than  one-fourth  acre  of  cropland 
available  per  capita. 
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BACKGROUND 

The  United  Arab  Republic  (Egypt)  is  650  miles  from  north  to  south,  corre- 
sponding in  latitude  to  Waco,  Tex.,  and  Tampico,  Mexico.   Of  the  247-million- 
acre  area,  a  little  over  6  million  acres,  or  2-1/2  percent,  are  arable  from 
Nile  River  irrigation.   Because  enough  irrigation  water  is  available  for  year- 
round  cropping  in  some  areas,  total  plantings  are  about  10  million  acres  a  year, 
Rainfall  is  negligible,  varying  from  8  inches  on  the  sea  coast  to  1.27  inches 
in  Cairo  and  nothing  in  Aswan.   On  a  per  capita  basis,  less  than  one-fourth 
acre  of  arable  land  is  available  for  the  26  to  28  million  population.   Since 
there  is  very  little  land  that  can  be  brought  into  production,  arable  land  per 
capita  has  decreased  annually,  as  population  has  increased  at  nearly  3  percent 
per  year. 

The  announced  objective  of  the  Government  is  a  "socialist,  democratic, 
cooperative  society."   The  Government-directed  segment  of  the  economy  is 
paramount.   The  free  segment  of  the  economy  is  permitted  to  function  in  only 
minor  economic  activities. 

Agriculture  -  Main  Source  of  Foreign  Exchange 

Agricultural  exports  produce  more  than  four-fifths  of  UAR' s  foreign 
exchange  earnings.   Cotton  is  the  principal  export  crop;  rice  and  onions,  the 
next  most  important,  are  far  behind. 

Cotton  is  produced  on  about  1.8  million  acres;  the  average  per-acre  yield 
is  about  530  pounds.   Cotton  production  is  restricted  to  one-third  of  each 
owner' s  land. 

The  1.7  million  acres  devoted  to  corn  produce  about  1.6  million  tons. 
This  quantity  has  been  inadequate  for  human  consumption  in  recent  years.   With 
some  exceptions,  wheat  must  be  planted  on  one-third  of  each  owner's  land. 
About  1.5  million  acres  are  devoted  to  wheat  production  and  yield  an  average 
of  37  bushels  per  acre.   The  purpose  of  the  acreage  restriction  is  to  produce 
more  of  the  domestic  wheat  requirements  and  to  overcome  the  farmers'  tendency 
to  shift  production  toward  vegetables  and  cotton  which  bring  higher  returns. 


The  Agrarian  Reform  Law  of  1952  was  amended  in  July  1961  to  reduce  individ- 
ual land  ownership  to  a  maximum  of   100   feddans  or  103.8  acres.   Owners  of  the 
requisitioned  land,  which  totaled  about  1-1/4  million  acres,  were  given  long- 
term  bonds  in  payment.   The  redistributed  land  must  not  exceed  5  feddans  to 
each  purchaser.   The  large  parcels  of  requisitioned  land  are  divided  into  three 
fields;  a  purchaser  receives  one-third  of  his  land  in  each  of  the  three  fields. 
This  permits  the  continuation  of  the  3-year  crop  rotation  system  and  lays  the 
foundation  for  future  large-scale  mechanization  and  irrigation.   The  farmers 
(fellahin)  who  acquire  the  5  feddans  or  less  are  required  to  establish  a  rural 
cooperative  in  their  villages.   At  the  beginning  of  1963,  about  3,800  rural  co- 
operatives had  been  established  (10) .  1/      Cash,  credit,  seeds,  fertilizers, 
and  insecticides  are  available  through  the  cooperative,  as  well  as  direct  super- 
visory assistance  from  co-op  managers  and  fieldmen.   The  combined  cooperative 
centers  provide  a  broad  extension  service  including  technical  agricultural 
programs,  adult  education,  home  economics,  and  social  services  as  required  by 
the  members. 

Prices  of  food  commodities  important  to  consumers  are  regulated  by  the 
Ministry  of  Supply,  and  for  some  commodities  the  price  is  subsidized.   A 
measure  of  the  success  of  food  price  control  is  the  small  change  in  the  cost- 
of-living  index,  which  rose  4  percent  from  1955  to  1962  (16,  p.  33).   Cotton 
prices,  on  the  other  hand,  are  supported  at  the  producer  level. 

UAR  export  earnings  chronically  fail  to  cover  import  requirements.   During 
the  decade  of  the  1950' s  the  trade  deficit  amounted  to  about  $200  million 
annually.   Cotton  generally  accounts  for  around  70  percent  of  the  country's 
total  export  value.   In  1960,  about  44  percent  of  the  country's  exports  went 
to  Communist  Bloc  countries,  while  25  percent  of  UAR' s  imports  came  from  these 
countries.   The  United  Kingdom,  the  United  States,  and  West  Germany  are  the 
other  major  trading  partners  of  UAR.   In  1960,  18  percent  of  UAR' s  imports 
originated  in  the  United  States,  but  only  5  percent  of  its  exports  were  to 
the  United  States. 

Magnitude  of  Agricultural  Commodity  Assistance 

The  imports  of  surplus  agricultural  commodities  under  Public  Law  480 
provided  additional  resources  to  the  United  Arab  Republic.   Drain  on  the 
country's  international  financial  balance  is  avoided  under  the  Title  I  program 
by  making  payment  in  Egyptian  pounds.   Had  Title  I  imports  not  been  available, 
imports  would  have  been  smaller  by  this  amount,  the  trade  deficit  would  have 
been  larger,  or  economic  development  would  have  been  reduced.   Because  of  the 
critical  food  need  in  the  United  Arab  Republic,  the  P.L.  480  food  assistance 
was  in  many  respects  as  important  as  dollar  capital  aid. 

The  United  States  initiated  a  general  program  of  economic  and  technical 
aid  to  the  United  Arab  Republic  in  1952  to  lessen  UAR' s  trade  deficit.   Trade 
deficits  have  continued  to  exist,  but  if  it  were  not  for  the  P.L.  480  shipments, 
it  is  likely  that  food  riots  would  have  occurred,  as  the  average  annual  increase 
in  population  of  almost  3  percent  continues  to  outrun  food  supplies.   There 
is  some  hope  that  education  can  retard  the  rate  of  population  growth.   Land 


1/      Underscored  numbers  in  parentheses  refer  to  items  in  the  Literature 
Cited,  p.  31. 


reclamation  and  the  expected  completion  of  the  Aswan  High  Dam  by  1970  will 
provide  additional  land  resources.   In  the  interim,  the  greatest  hope  for 
increased  production  is  through  demonstrating  to  the  fellahin  the  use  of  im- 
proved production  technology  coupled  with  making  available  to  them  improved 
seeds,  fertilizers,  pesticides,  and  necessary  credit.   Many  of  the  cultural 
practices  used  by  the  fellahin  date  back  to  the  time  of  the  Ramses.   The  high 
illiteracy  rate  among  the  fellahin  retards  adoption  of  improved  practices  and 
traditional  ways  of  farming  are  passed  on  from  generation  to  generation. 

Total  gross  economic  aid  by  the  United  States  to  UAR  (Egypt)  between  1945 
and  June  1962  amounted  to  $532  million,  of  which  the  P.L.  480  program  repre- 
sented three-fourths  of  the  total  (figs.  1  and  2).   Of  the  P.L.  480  exports 
during  1955-63,  78  percent  were  under  Title  I  sales  for  foreign  currency,  4 
percent  under  Title  II  emergency  relief,  16  percent  under  Title  III  donations 
to  nonprofit  voluntary  agencies,  and  2  percent  under  Title  III  barter. 

Title  I  assistance  to  UAR  was  greatly  expanded  in  1962  with  the  signing 
of  an  agreement  October  8,  1962,  for  agricultural  commodities  having  an  export 
market  value  of  $390  million,  including  ocean  transportation.   From  the  first 
agreement  in  1955  through  June  1963,  the  export  market  value  of  Title  I  assist- 
ance, including  ocean  transportation,  amounted  to  nearly  $787  million  (table  1), 
Wheat  and  flour  accounted  for  77  percent  of  the  value  of  commodities  under 
Title  I  agreements;  fats  and  oils,  10.8  percent;  feed  grains,  6.9  percent; 
tobacco,  4.3  percent;  rice,  0.8  percent;  and  other  commodities  less  than  1 
percent. 

By  June  1963,  UAR  was  the  third  largest  signatory  of  Title  I  agreements. 
Market  value,  including  ocean  transportation,  of  the  commodities  under  Title  I 
agreements  with  the  United  Arab  Republic  represents  over  8  percent  of  the  value 
of  all  agreements  signed  by  the  46  participating  countries  from  the  inception 
of  the  Title  I  program  through  June  1963. 

The  market  value  of  wheat  and  flour  included  in  agreements  with  UAR  has 
reached  $532  million.   This  makes  UAR  the  third  largest  signatory  country  for 
wheat  and  flour  under  Title  I  agreements,  and  represents  over  11  percent  of  the 
market  value  of  wheat  and  flour  under  agreements  signed  by  all  participating 
countries  through  June  1963. 

By  June  30,  1963,  the  export  market  value  of  Title  I  agricultural  com- 
modities programed  for  the  United  Arab  Republic  amounted  to  $693  million,  of 
which  60  percent  had  been  shipped--$417  million  f.o.b.  U.S.  ports.   For  all 
countries  participating  in  the  Title  I  program,  actual  shipments  as  of  June  30, 
1963,  represented  80  percent  of  the  amount  originally  programed.   The  value  of 
Title  I  agreements  signed  with  the  United  Arab  Republic  during  1962  was  greater 
than  the  total  of  Title  I  agreements  signed  with  the  United  Arab  Republic  during 
1954  through  1961.   Shipments  under  the  1962  agreements  will  take  place  over 
the  next  3  years. 

Title  II  agricultural  commodity  grants  to  the  United  Arab  Republic  for 
disaster  feeding  amounted  to  $24  million  including  ocean  transportation  through 
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Table  1. --Value  and  cost  of  commodities  covered  by  P.L.  480  Title  I  agreements 
with  UAR  through  June  30,  1963,  and  commodity  composition  of  agreements 

AGREEMENTS 


Export 

Ocean 

Total 

Total 

Date  of  agreement 

.  market 

transpor- 

(col. 1 
plus 

CCC 

;  value 

tation 

col.  2) 

costs 

Dec.  14,  1955,  amended  Feb.  8,  1956,    : 

Feb.  17,  1956  :    17.0 

Dec.  24,  1958,  supplemented  May  5,  1959:    44.3 
July  29,  1959,  supplemented  Mar.  26,    : 

1960  :   66.7 

Aug.  1,  1960,  supplemented  Jan.  16,     : 

1961,  amended  May  27,  1961,  June  24,  : 

1961  :    71.0 

Sept.  2,  1961,  amended  Oct.  7,  1961,    : 

Nov.  11,  1961  :    81.1 

Feb.  10,  1962,  amended  April  23,  1962,  : 

May  21,  1962,  Sept.  1,  1962  :    74.0 

Oct.  8,  1962  :   337.2 

June  15 ,  1963  :    1.8 

Total  :   693.2 


minion 

aoiiars  

2.4 
3.7 

19.4 
48.0 

36.0 
66.0 

6.5 


73.2 


101.7 


9.6 

80.6 

120.1 

9.9 

91.0 

122.4 

8.7 

82.7 

112.1 

52.8 

390.0 

539.9 

.1 

1.9 

1.9 

93.7 


786.8 


1,100.1 


COMMODITY  COMPOSITION 


Commodity 


Unit 


Quantity 


Export 
market 
value 


Wheat  and  flour  :  mil . 

Feed  grains  :  mil . 

Rice  :  mil. 

Tobacco  :  mil . 

Dairy  products  :  mil. 

Fats  and  oils  :  mil . 

Poultry  :  mil . 

Dry  edible  beans  :  mil. 

Total  : 


bu. 
bu. 
cwt . 
lbs. 
lbs. 
lbs. 
lbs. 
cwt . 


326.5 

38.5 

0.9 

46.1 

4.5 

789.8 

7.8 

1/ 


Mil,  dol 

532.0 

47.6 

5.3 

30.0 

0.4 

75.2 

2.5 

0.2 


693.2 


1/   22,000  lbs. 

Source:   Program  Operations  Division,  Foreign  Agr.  Serv.,  U.S.  Dept.  Agr. 


June  30,  1963.   About  186,000  metric  tons  of  coarse  grains,  primarily  corn,  a 
traditional  food  staple  in  Egypt,  were  shipped  under  the  Title  II  program. 
Most  of  this  assistance  was  shipped  during  1962. 

Title  III  donations  of  agricultural  commodities  distributed  through 
American  voluntary  relief  agencies  in  the  United  Arab  Republic  have  averaged 
about  132  million  pounds  of  food  a  year  from  1955  through  1963,  at  a  cost  of 
$122  million  for  the  9-year  period.   Available  foods  now  include  wheat,  wheat 
flour,  bulgur  wheat,  rolled  wheat,  corn,  cornmeal,  nonfat  dry  milk,  refined 
vegetable  oils  and  shortening,  butter,  butter  oil,  ghee,  beans,  and  cheese. 
The  United  Arab  Republic  has  one  of  the  largest  school  feeding  programs  under 
Title  III;  it  reaches  about  3  million  children.   Other  Title  III  foods  go  to 
health  centers,  institutions,  refugees,  and  for  maternal  and  child  care. 

The  Commodity  Credit  Corporation  (CCC)  cost  of  the  agricultural  commod- 
ities designated  on  all  agreements  signed  with  the  United  Arab  Republic  under 
P.L.  480  Titles  I,  II,  and  III  through  June  1963,  amounted  to  $1.25  billion. 

UNITED  STATES  ASSISTANCE  TO  UAR  (EGYPT) 

Total  U.S.  agricultural  exports  to  the  United  Arab  Republic  amounted  to 
$650  million  for  the  fiscal  years  1955  through  1963  (table  2).   For  the  10-year 
period  1952-61,  U.S.  agricultural  exports  to  the  UAR  represented  29  percent  of 
UAR's  agricultural  imports  from  all  sources  (table  3).   During  the  first  half 
of  this  10-year  period  the  U.S.  share  accounted  for  about  20  percent  of  UAR's 
agricultural  imports,  then  dropped  to  less  than  10  percent  during  the  Suez 
Canal  crisis  in  1957  and  1958,  and  in  recent  years  accelerated  to  about  60 
percent. 

P.L.  480  shipment  of  agricultural  commodities  to  UAR  accounted  for  over 
90  percent  of  U.S.  agricultural  exports  to  UAR  during  the  4  years,  1959-62, 
and  in  1962  they  accounted  for  over  95  percent.   The  balance  was  divided  be- 
tween commercial  sales  and  shipments  under  the  Mutual  Security  Program. 

U.S.  postwar  assistance  to  UAR  (Egypt)  is  summarized  in  table  16  in  the 
appendix.   As  of  June  30,  1962,  assistance  under  P.L.  480  accounted  for  75 
percent  of  the  total.   Of  this,  $160  million  shows  up  as  short-term  assistance, 
which  means  that  this  amount  was  not  yet  disbursed  for  economic  development 
grants,  loans  and  credits,  or  other  authorized  uses. 

Exports  of  food,  principally  wheat  and  wheat  flour,  accounted  for  about 
85  percent  of  U.S.  agricultural  exports  to  UAR  during  the  1955-62  period.   Un- 
manufactured tobacco  and  inedible  tallow  accounted  for  the  remaining  exports 
during  this  period. 

On  the  basis  of  CCC  costs,  the  Title  I  agreements  represented  88  percent 
of  the  value  of  commodities  included  in  all  P.L.  480  agreements.  Title  II 
grants  and  Title  III  donations  accounted  for  the  balance,  with  2  percent  and 
10  percent,  respectively.   More  than  three-fourths  of  the  export  value  of  the 
Title  I  commodities  consisted  of  wheat  and  flour  (table  1). 
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Table  3. --Agricultural  imports  by  the  UAR,  and  U.S.  P.L.  480  and  total  agri- 
cultural exports  to  UAR,  1952-61 


Calendar 

[  Total  Egyptian 
agricultural 
imports  1/ 

'  U.S.  agricultural 
:  exports  to  UAR  2/ 

U.S.  exp 

of  total 

cultu 

orts  as  percent 
Egyptian  agri- 

year 

.   P.L.  480  : 

Total 

ral  imports 

Million 

Million 

Million 

dollars 

dollars 

dollars 

Percent 

1952  

202.4 



35.0 

17 

1953  

168.2 



31.3 

19 

1954  

:      93.7 



11.7 

12 

1955  

:      91.7 

21.5 

33.8 

16 

1956  

123.9 

30.4 

48.5 

39 

1957  

168.0 

1.2 

13.4 

8 

1958  

172.9 

2.0 

15.3 

9 

1959  

165.3 

70.5 

77.4 

47 

1960  

163.8 

83.0 

99.1 

60 

1961  

n.a . 

89.8 

97.1 

n.a. 

1962  

n.a. 

163.3 

171.2 

n.a . 

Total  . 

1,259.9 

461.7 

633.8 

3/29 

n.a.  =  Not  available. 

1/  Source:  1952-55  from  Trade  Yearbook  (11),  and  1956-60  from  Africa  and 
Middle  East  Branch,  Regional  Analysis  Division,  Econ.  Res.  Serv.,  U.S.  Dept. 
Agr. 

2/     Source:   Foreign  Agricultural  Trade  of  the  United  States  (8). 

3/   Data  for  1952-60. 


Before  World  War  II,  Egypt  was  an  exporter  of  wheat.   In  recent  years, 
however,  the  inability  of  the  agricultural  sector  to  meet  the  increased  food 
demand  resulting  from  a  3  percent  annual  increase  in  population  has  made  it 
necessary  to  import  wheat.   Even  with  acreage  control  programs,  food  require- 
ments in  UAR  (Egypt)  are  so  critical  that  wheat  and  flour  imports  in  1960,  for 
example,  accounted  for  two- thirds  of  all  agricultural  imports  from  the  United 
States.   The  P.L.  480  Title  I  program  is  the  principal  supplier  of  these 
agricultural  imports. 

Fats  and  oils,  feed  grains,  and  tobacco  are  the  next  most  important 
commodities  programed  for  shipment  to  the  UAR  under  Title  I. 

UAR' s  tobacco  imports  from  all  sources  have  remained  fairly  constant 
since  1955  (table  4).   During  the  4  years  preceding  Title  I  tobacco  exports 
to  Egypt,  the  United  States  supplied  about  one- third  of  Egypt's  tobacco  im- 
ports.  The  U.S.  share  of  UAR1 s  tobacco  imports  increased  to  around  two- thirds 
of  the  total  imports  during  the  1959-60  period  of  Title  I  tobacco  exports.   The 
Title  I  exports  accounted  for  an  average  of  78  percent  of  the  export  weight  of 
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U.S.  tobacco  shipments  to  UAR  during  1959-62  (table  5).   The  increase  in  the 
U.S.  share  of  the  United  Arab  Republic's  tobacco  imports  between  1955-60  large 
ly  displaced  tobacco  imports  from  the  Orient. 


Table  4. --Imports  of  tobacco  by  the  United  Arab  Republic,  1955-62  1/ 


Imports  from  United  States 

Calendar 
year 

P.L.  480    ;   A11   ,,      •     „  .  - 
™.  .,   T  ~,     All  others   ■    Total 
.   Title  13/   ;              : 

Imports  from 
all  countries  2/ 

1955  

1956 

1957  

1958  

1959  

1960  

1961  

1962  

■  Thousand  dollars 

.:         0         6,235         6,235           13,839 
.  :         0         3,483         3,483           14,651 
.  :         0         4,447         4,447           15,662 
.:         0         5,619         5,619           15,386 
.  :     8,402         1,925        10,327           14,366 
. :     6,563         2,037         8,600           14,475 
. :       430           370           800            n.a. 
.:     6,135          2,408          8,543            n.a. 

1/  Source:   Foreign  Agricultural  Trade  of  the  United  States  (7). 

2/  Source:   Africa  and  Middle  East  Branch,  Regional  Analysis  Division, 

Econ.  Res.  Serv.,  U.S.  Dept.  Agr. 

3/  Source:   Program  Operations  Division,  Foreign  Agr.  Serv.,  U.S.  Dept.  Agr, 


Table  5. --U.S.  tobacco  exports  to  the  UAR  under  P.L.  480  Title  I  program, 

specified  periods?  1953-62 


Calendar  year 

P.L.  480  Title 

I 

— i 

Total 

.   Million 

pounds  • 

-  export 

weight  

1953-57  average  

:            0 

6.9 

1958  

:            0 

8.4 

1959  

:          13.3 

16.2 

1960  

:         10.5 

12.8 

1961  

:           .7 

1.6 

1962  

:          9.2 

1/12.5 

1/  Includes  tobacco  sales  to  UAR  under  P.L.  480  Title  III  (barter  sales), 
which  amounted  to  3.6  million  pounds  export  weight  at  an  export  market  value 
of  $2.1  million. 


Source:   Tobacco  Situation  (9),  pp.  22-24. 


Corn  is  the  principal  staple  food  in  the  rural  areas  of  the  United  Arab 
Republic.   Since  corn  production  is  not  sufficient  to  meet  domestic  require- 
ments, considerable  quantities  must  be  imported.   The  first  shipments  of  corn 
to  the  UAR  under  Title  I  were  made  in  the  fall  of  1959  when  about  2  million 
bushels,  having  an  export  market  value  of  $2.5  million,  were  shipped.  2/      Ship- 
ments of  corn  under  Title  I  have  been  substantial  each  year  since  1959,  with 
shipments  of  2.4  million  bushels  in  1960,  4.1  million  bushels  in  1961,  and  10.9 
million  bushels  in  1962.   Title  I  shipments  accounted  for  total  U.S.  exports 
of  corn  to  the  UAR  in  1959,  1960,  and  1961.   During  1962,  U.S.  shipments  of 
6.3  million  bushels  were  made  in  addition  to  the  Title  I  shipments. 

During  fiscal  year  1958  the  United  States  supplied  less  than  1  percent  of 
UAR' s  imports  of  corn.   In  1959  the  United  States  increased  its  share  of  corn 
imports  to  the  UAR  to  about  14  percent.   Massive  imports  under  the  P.L.  480 
Title  I  program  in  fiscal  years  1960  and  1961  increased  the  U.S.  share  of  corn 
imports  by  the  UAR  to  more  than  82  percent,  and  in  fiscal  year  1962  the  United 
States  supplied  practically  the  total  imports  of  corn  (14). 

The  Republic  of  South  Africa  was  the  principal  country  of  origin  for  corn 
imports  by  the  United  Arab  Republic  prior  to  1959.   South  African  corn  exports 
were  286,400  metric  tons  smaller  in  1959  than  in  1958,  and  284,400  metric  tons 
smaller  in  1960  than  in  1959  (1J3)  .   P.L.  480  Title  I  shipments  of  corn  to  the 
UAR  were  not  responsible  for  the  decline  in  imports  from  South  Africa.   P.L. 
480  corn  filled  the  gap  for  corn  not  available  from  historical  suppliers. 

PUBLIC  LAW  480  ASSISTANCE  3/ 

Public  Law  480  (the  Agricultural  Trade  Development  and  Assistance  Act  of 
1954  as  amended)  provides  for  the  exporting  of  surplus  U.S.  agricultural  com- 
modities to  friendly  countries  under  four  separate  titles  which  provide  for 
concessional  sales  for  local  currencies  or  sales  for  dollars  on  varying  credit 
terms,  and  for  grants,  donations,  or  barter.   This  program  is  broadly  directed 
toward  increasing  the  consumption  of  U.S.  agricultural  commodities  in  foreign 
countries  and  to  improve  the  foreign  relations  of  the  United  States  as  well  as 
for  other  purposes  which  will  make  constructive  and  humanitarian  use  of  U.S. 
agricultural  surpluses  at  home  and  abroad.   Among  the  goals  are:  to  promote  the 
economic  stability  of  American  agriculture,  to  improve  human  nutrition  and 
productivity  of  labor,  to  improve  the  opportunities  for  foreign  credit  and 
investment,  and,  with  the  addition  of  Title  IV,  to  provide  an  intermediate 
credit  mechanism  between  sales  for  local  currency  and  commercial  sales.   This 
mechanism  will  assist  the  economic  development  of  friendly  countries  by  pro- 
viding long-term  credit  and  annual  delivery  of  surplus  agricultural  commodities 
for  periods  not  to  exceed  10  years.   Title  IV  credit  sales  have  not  been  used 
in  connection  with  the  operation  of  the  P.L.  480  program  in  the  United  Arab 
Republic. 


2/  Source:   Program  Operations  Division,  Foreign  Agr.  Serv.,  U.S.  Dept. 
Agr. 

3/   Public  Law  480,  Chapter  469,  83d  Congress,  2d  Session,  S.2475,  and 
Eighteenth  (and  earlier)  Semiannual  Reports  on  Activities  Carried  on  Under 
Public  Law  480. 
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Title  I  --  Sales  for  Local  Currency 

Title  I  of  P.L.  480  authorizes  the  sale  of  surplus  U.S.  agricultural 
commodities  for  which  payment  is  accepted  in  local  currencies.   These  local 
currency  sales,  while  circumventing  the  international  exchange  mechanism, 
operate  within  the  national  marketing  and  distribution  system.   The  local 
currency  deposited  for  payment  of  Title  I  imports  belongs  technically  to  the 
U.S.  Government.   The  general  use  of  the  local  currencies  acquired  through 
Title  I  sales  is  specified  at  the  time  the  sales  agreement  is  negotiated.   The 
agreements  signed  with  the  UAR  through  June  1963  have  provided  for  loans  to 
the  Egyptian  Government  accounting  for  71  percent  of  the  proceeds  as  compared 
with  about  45  percent  for  all  countries.   An  additional  13  percent  has  been 
allocated  to  grants  for  economic  development  and  loans  for  private  enterprise. 
The  remaining  16  percent  is  reserved  for  U.S.  uses,  primarily  to  defray  diplo- 
matic expenses,  including  information  and  education  (table  6). 

The  use  of  local  currency  deposited  for  payment  of  Title  I  imports  does 
not  constitute  a  new  development  resource.   The  new  resources  under  the  program 
are  the  agricultural  commodities  imported  and  distributed  in  the  Egyptian  econ- 
omy.  However,  local  currency  may  be  useful  to  shift  resources  to  particular 
projects  at  the  expense  of  other  development  needs  or,  depending  upon  the 
timing  and  other  financial  controls,  may  be  used  in  a  deflationary  or 
inflationary  manner. 

UAR1 s  development  planning  to  date  includes  less  than  one-fourth  of  the 
cumulative  amount  programed  in  agreements.   For  consumers,  certain  food  prod- 
ucts --primarily  wheat  and  flour,  corn,  fats  and  oils,  and  rice--have  been 
available  in  larger  quantities  and  at  prices  lower  than  otherwise  would  have 
been  the  case.   The  cost-of-living  index  rose  7  percent  between  1955  and  1961, 
then  dropped  5  percent  between  1961  and  1962  as  large  quantities  of  P.L.  480 
commodities  were  distributed  in  the  Egyptian  economy.   More  commodities  were 
placed  under  Title  I  agreements  during  1962  than  during  all  of  the  earlier 
years  of  the  program  beginning  in  1955.   For  wheat  and  flour,  326.5  million 
bushels  (wheat  equivalent)  were  programed  from  1955  to  1962;  the  1962  agree- 
ment accounted  for  60  percent  of  the  total.   Coarse  grains,  primarily  corn, 
amounted  to  38.5  million  bushels,  of  which  78  percent  was  in  the  1962  agree- 
ment.  Fats  and  oils  amounted  to  790  million  pounds,  of  which  76  percent  was 
contracted  during  1962. 

Special  investigation  and  analysis  of  the  Egyptian  Title  I  program  is 
needed  to  ascertain  the  impact  of  surplus  U.S.  agricultural  commodities  on 
various  aspects  of  the  economy.   Deflationary-inflationary  effects,  including 
the  impact  on  the  black  market,  freedom  of  the  Government  planners  to  expand 
the  industrial  sector  of  the  economy  with  an  assured  supply  of  Title  I  commod- 
ities, and  the  effect  on  local  agricultural  production,  farm  prices,  and 
finances,  are  some  of  the  areas  of  study. 

Title  II  --  Famine  Relief  and  Other  Commodity  Assistance  Grants 

Title  II  under  Public  Law  480  authorizes  the  use  of  surplus  agricultural 
commodities  as  government-to-government  grants  for  famine  relief  and  other 
assistance  including  disaster  relief,  refugee  feeding,  child  feeding,  and 
economic  development. 

11 


Table  6. --Planned  uses  of  foreign  currencies  under  P.L.  480  Title  I  agreements  by  all 
countries  and  the  UAR,  and  actual  uses  of  currencies  disbursed  to  UAR,  cumulative 


Use  and  specified 
subsection  of 

July 

Planned  uses 
1,  1954  -  June  30,  1963 

1/ 

Actual  u 

UAR  of  cu 

disbursed 

1954-Decei 

1962 

ses  by 
rrencies 

Equivalent 

value  2/    : 

Percent  of 

total 

July  1, 

P.L.  480 

All 
countries 

!     uar     ; 

All     : 
countries  : 

UAR 

nber  31, 
3/ 

Mil.  dol. 

Mil.  doL 

Percent 

Percent 

MiL  doL 

Percent 

Common  defense  104(c). 

675.7 



7.2 







Grants  for  economic 

development  104  (e) . . 

1,739.8 

25.7 

18.5 

3.3 

.6 

4/ 

Loans  to  private 

enterprise  104(e)... 

570.0 

77.6 

6.1 

9.9 

1.0 

4/ 

Loans  to  foreign 

governments  104 (g) . . 

4,231.0 

555.7 

45.0 

7-0.8 

180.2 

88 

2,186.7 

125.8 

23.2 

16.0 

22.9 

12 

Total 

9,403.2 

6/784.8 

100.0 

100.0 

7/204.7 

100 

1/     Many  agreements  provide  for  the  various  currency  uses  in  terms  of  percentage  of 
the  amounts  of  local  currency  accruing  pursuant  to  sales  made  under  each  agreement. 
In  such  cases,  amounts  included  in  this  table  for  each  use  are  determined  by  applying 
the  specified  percentages  to  the  dollar  amount  provided  in  each  agreement.   Amounts 
shown  are  subject  to  adjustment  when  actual  commodity  purchases  and  currency  alloca- 
tions have  been  made. 

2/     Market  value  including  ocean  transportation. 

3/      Unpublished  data  from  U.S.  Dept.  Treas. 

4/  Less  than  1  percent. 

5/     Fiscal  year  agreements  provide  that  a  specific  amount  of  foreign  currency 
proceeds  may  be  used  under  various  U.S.  use  categories,  including  currency  uses  which 
are  limited  to  amounts  as  may  be  specified  in  appropriate  acts.   Included  are  uses 
specified  under  Subsections  104(a),  (b),  (f )  ,  (h)  ,  (i)  ,  ( j )  ,  (k)  ,  (1),  (m)  ,  (n)  ,  (o)  , 
(p) j  (q) >  (r) y    (s) 5  and  sometimes  (c)  and  (d) ,  insofar  as  specified  in  agreements. 

6/     Amounts  are  in  dollar  equivalents  at  the  deposit  rate  of  exchange.   The  total  of 
$784.8  million  differs  from  the  total  of  $786.8  million  in  table  1  because  of  differ- 
ences in  rounding  and  because  the  figures  in  table  1  have  been  modified  by  the  purchase 
authorization  transactions. 

]_/      The  proceeds  from  sales  of  Title  I  commodities  as  of  December  31,  1962,  amounted 
to  $363.9  million  of  which  disbursements  of  Title  I  currencies  by  U.S.  agencies  as  of 
December  31,  1962,  amounted  to  $204.7  million.   Disbursements  by  U.S.  agencies  to  the 
UAR  does  not  mean  immediate  release  by  Egyptian  banks.   Currencies  released  to  the  UAR 
may  still  be  held  in  the  Egyptian  banks.   As  of  December  31,  1962,  the  balance  between 
the  $363.9  million  proceeds  and  the  $204.7  million  released  to  UAR  by  the  United  States 
amounted  to  $159.2  million. 
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Disaster  relief  was  made  available  to  the  UAR  under  this  program  in  1961 
when  abnormal  flooding  of  the  Nile  and  an  infestation  of  leaf  worms  severely 
affected  the  corn  and  cotton  crops.   During  the  last  half  of  1961  about  186,000 
tons  of  corn  at  a  CCC  value  of  $24.3  million,  including  transportation,  was 
authorized  for  the  United  Arab  Republic  for  free  distribution  to  about  4  million 
needy  people. 

Title  III  --  Donations  Through  Nonprofit  Voluntary  Agencies 

Title  III  donations  make  food  available  beyond  the  quantities  that  very 
low-income  consumers  could  purchase,  adding  immediately  to  their  consumption 
level  of  food.   The  law  provides  for  the  free  distribution  of  surplus  agri- 
cultural products  through  American  voluntary  relief  agencies  such  as  CARE, 
Church  World  Service,  and  the  Catholic  Relief  Service.   The  supplemental  feed- 
ing programs  are  developed  by  participating  agencies  in  cooperation  with  the 
host  government  authorities,  local  welfare  groups,  and  United  States  AID 
(Agency  for  International  Development)  and  diplomatic  missions.   The  supple- 
mentary feeding  programs  make  the  food  available  through  schools,  institutions, 
child  care  centers,  and  miscellaneous  centers.   For  all  consumers  preferences 
will  shift  toward  the  agricultural  commodities  available  through  the  P.L.  480 
Title  I  program.   The  inflow  of  the  large  quantities  of  P.L.  480  agricultural 
commodity  imports  under  the  conditions  of  critical  shortage  existing  in  the 
UAR  has  been  effective  in  stabilizing  the  cost  of  living  and  curtailing 
inflation. 

Of  the  112  countries  participating  in  the  Title  III  program  during  fiscal 
year  1963,  the  UAR  received  the  largest  quantity  going  to  any  one  country  -- 
265.8  million  pounds  of  food  or  about  9  percent  of  the  total  donations.   In  the 
use  of  Title  III  donated  foods  in  school  feeding  programs,  the  UAR  ranks  in  the 
top  three  countries. 

Distribution  overseas  of  U.S.  surplus  foods  is  an  important  part  of  the 
Food  for  Peace  Program  and  is  based  on  the  people-to-people  concept  that  food 
comes  as  a  gift  of  the  American  people  through  U.S.  voluntary  agencies  and 
intergovernmental  organizations. 

Title  II  commodity  grants  and  Title  III  donation  programs  not  only  circum- 
vent the  international  exchange  mechanism,  but,  to  a  great  extent,  operate 
outside  national  marketing  and  distribution  systems  and  thus  require  the 
establishment  of  new  procedures  for  moving  these  commodities  into  the  hands 
of  the  consumers.   The  Title  II  program  of  grants  on  a  government-to-government 
basis  and  the  Title  III  program  of  donations  through  voluntary  agencies  to 
needy  people  are  gifts  intended  primarily  for  the  humanitarian  purposes  of 
feeding  the  hungry  poor  and  relieving  disaster.   As  gifts  to  the  people  of  the 
recipient  country,  the  commodities  do  not  require  international  exchange,  but 
they  do  necessitate  the  establishment  of  a  special  distribution  procedure  to 
place  the  foods  in  the  hands  of  the  intended  consumers.   Title  I  commodities 
sold  for  local  currency,  on  the  other  hand,  enter  the  distribution  and  market- 
ing system  in  a  normal  manner. 

The  Title  III  donation  program  may  be  phased  out  to  Title  I  sales  for 
local  currency,  to  Title  IV  sales  on  long-term  credit,  or  to  commercial  sales. 
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Phasing  out  of  the  donation  program  becomes  feasible  in  a  developing  country  as 
the  level  of  unemployment  declines  and  the  remaining  poor,  supported  by  welfare 
payments,  are  able  to  buy  the  food  they  need  through  the  national  distribution 
and  marketing  system. 

Use  of  Local  Currency  Generated  Under  Title  I 

Planned  Uses 

The  cumulative  dollar  equivalent  of  planned  uses  of  Egyptian  pound 
currency  for  purposes  specified  in  Section  104  of  Title  I  of  P.L.  480  are  shown 
in  table  6. 

Actual  Uses 

Actual  disbursements  of  funds  generated  from  Title  I  sales  lagged  con- 
siderably behind  programed  uses.   Part  of  this  lag  is  accounted  for  by  the 
fact  that  some  agreements  provide  for  a  3-year  delivery  period,  in  which  event 
the  currencies  are  deposited  by  the  recipient  country  to  coincide  with  delivery 
of  the  agricultural  commodities.   Another  reason  for  the  lag  is  that  the 
recipient  government  may  not  elect  to  make  immediate  use  of  available  currency 
in  greater  volumes  to  support  specific  development  projects,  but  rather  may 
decide  to  integrate  the  use  of  these  funds  in  the  overall  national  development 
plan  (table  6) . 

There  is  a  tendency  for  the  local  currencies  to  accumulate  in  the  begin- 
ning years  of  a  Title  I  program,  during  which  period  the  availability  of  the 
food  has  a  deflationary  or  stabilizing  effect  on  the  cost  of  living  unless 
offset  by  expansion  in  the  money  supply.   Use  of  the  funds  in  a  period  after 
the  food  has  been  consumed,  like  any  other  investment  of  local  currencies,  has 
an  inflationary  effect  on  the  economy  unless  counteracting  forces  are  brought 
into  effect,  including  an  adequate  flow  of  agricultural  commodities  into  the 
market.   The  United  Arab  Republic  has  used  the  Title  I  program  for  deflationary 
control.   The  increase  in  resources  available  to  the  UAR  through  Title  I  agri- 
cultural commodities  has  permitted  the  sale  of  commodities  domestically  below 
world  prices  and  at  the  same  time  has  insulated  the  Egyptian  producer  through 
price  support  and  purchase  by  the  Government  of  domestic  production  of  basic 
commodities.   Funds  created  by  the  Title  I  agricultural  commodities  are  used 
to  increase  capital  formation  for  developing  the  industrial  sector  to  help  meet 
the  shortage  of  goods  in  the  country  and  are  used  also  as  a  source  of  earning 
and  saving  international  exchange. 

Agricultural  Market  Development 

P.L.  480  provides  legislative  authority  for  export  market  development  in 
foreign  countries  on  a  mutual-benefit  basis.  A  portion  of  foreign  currencies 
generated  by  Title  I  sales  is  used  by  the  United  States  to  maintain,  expand, 
or  develop  new  markets  for  U.S.  agricultural  commodities.  Four  general  types 
of  market  development  programs  have  been  undertaken  to  date  in  the  UAR.  They 
are  cooperative  programs  with  trade  and  agricultural  groups,  trade  fairs, 
marketing  research,  and  utilization. 
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Various  techniques  have  been  used  successfully  in  promoting  U.S.  agricul- 
tural exports.   These  techniques  include  surveys  and  market  potential  studies; 
advertising  campaigns;  exhibits;  translation,  printing,  and  distribution  of 
educational  leaflets  and  materials;  training  of  bakers  and  food  technicians; 
cooking  demonstrations;  and  school  lunch  assistance.   In  all  projects  the  U.S. 
trade  and  agricultural  groups  cooperate  directly  or  indirectly,  and  to  date 
market  development  activities  have  covered  virtually  all  U.S.  agricultural 
commodities  available  for  export.   The  Cairo  trade  fair,  for  example,  exhibited 
the  products  of  150  U.S.  companies  to  835,000  Egyptian  visitors  in  1961.   About 
three-fourths  of  the  cost  of  the  fair  was  met  through  the  use  of  Egyptian 
pounds  accumulated  from  the  sale  of  agricultural  commodities  under  Public  Law 
480. 

Grants  for  Economic  Development 

Title  I  sales  agreements  signed  from  the  inception  of  the  program  through 
June  30,  1963,  provide  for  local  currency  grants  equivalent  to  $25.7  million 
to  promote  balanced  economic  development  and  trade.   Agreements  with  the  UAR 
provide  for  about  3  percent  of  the  foreign  currency  to  be  devoted  to  this 
activity  as  compared  with  an  average  of  18  percent  under  Title  I  agreements 
with  all  countries.   Only  a  minor  part  of  this  authority  has  been  used. 

Loans  to  Private  Enterprise 

Loans  under  authority  of  Section  104(e)  are  commonly  referred  to  as 
Cooley  loans.   They  are  local-currency  loans  to  private  firms  to  support 
projects  which  will  tend  to  expand  the  sales  of  U.S.  agricultural  commodities. 
All  of  these  loans  are  repayable  to  the  United  States  without  a  maintenance- 
of -value  clause,  so  that  the  United  States  assumes  the  risks  of  foreign  exchange 
depreciation  during  the  life  of  the  loan. 

Title  I  agreements  negotiated  with  the  UAR  through  June  30,  1963,  provide 
for  the  equivalent  of  $77.6  million  for  loans  to  private  enterprise.   Use  of 
these  funds  by  the  UAR  has  amounted  to  only  slightly  over  $1  million  (table  7). 
Only  two  loans  had  been  made  by  the  end  of  1962.   The  first  loan  was  made  in 
January  1961  to  the  National  Bottling  Company  of  Egypt,  S.A.E.,  for  the  purpose 
of  business  expansion.   The  loan  amounted  to  350,000  Egyptian  pounds  (equiva- 
lent to  $789,530).   The  second  loan  was  made  in  August  1962  to  Pfizer,  Egypt 
S.A.A.,  for  pharmaceutical  plant  construction.   This  loan  amounted  to  107,000 
Egyptian  pounds  (equivalent  to  $242,265). 

Interest  rates  of  5.5  percent  on  Cooley  loans  are  similar  to  those  charged 
for  other  commercial  loans  in  the  UAR.   Loan  maturities  vary  with  the  purpose 
of  the  financing.   A  business  expansion  loan  matures  in  5  years  whereas  the 
loan  for  plant  construction  matures  in  10  years. 

Loans  to  private  enterprise  in  the  UAR  trail  far  behind  the  use  made  of 
them  in  other  participating  countries.   Of  the  amount  planned  in  the  Title  I 
agreements  for  loans  to  private  business  firms,  the  portion  used  for  this 
purpose  by  all  countries  averaged  23  percent,  whereas  the  UAR  has  used  less 
than  2  percent.   This  minor  usage  of  loans  to  private  enterprise  in  the  UAR 
reflects  Government  policy  in  which  the  private  sector  of  the  economy  is  per- 
mitted to  function  in  only  minor  economic  activities. 
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Loans  to  Egyptian  Government 

Title  I  sales  agreements  signed  with  the  United  Arab  Republic  from  the 
inception  of  the  program  through  June  30,  1963,  provide  that  the  equivalent  of 
$556  million  be  made  available  for  loans  to  promote  economic  development  and 
multilateral  trade.   Such  loans  represent  about  71  percent  of  the  total  amount 
expected  to  be  generated  as  a  result  of  sales  agreements  concluded  since 
the  beginning  of  the  program.   For  all  countries,  about  45  percent  of  the 
currencies  generated  by  the  Title  I  program  has  been  programed  to  be  used  for 
loans  to  foreign  governments. 

Loans  are  used  to  finance  local  costs  of  development,  including  costs  for 
labor  and  locally  produced  materials.   Title  I  funds  are  also  being  used  to 
provide  local  currency  financing  for  projects  requiring  both  local  and  foreign 
exchange.   The  foreign  exchange  costs  are  to  be  financed  by  international 
lending  institutions  and  U.S.  Government  agencies.   The  terms  and  conditions 
of  repayment  are  developed  in  cooperation  with  the  National  Advisory  Council 
on  International  Monetary  and  Financial  Problems. 

About  one- third  of  the  funds  available  under  Section  104(g)  have  been  used 
by  the  UAR  through  June  30,  1963,  as  compared  with  43  percent  for  all  coun- 
tries.  It  may  be  that  the  UAR  prefers  not  to  make  extensive  use  of  these  funds, 
possibly  to  avoid  the  supervisory  requirements  of  the  U.S.  Government.   The 
failure  to  use  these  funds  may  have  a  neutral  effect  on  the  Egyptian  economy, 
assuming  the  Government  employs  counteracting  forces  of  credit  expansion.   In- 
flation or  deflation  effects  on  the  economy  may  be  controlled  in  varying  degrees 
through  monetary  and  fiscal  policy. 

Status  of  Responsible  Agency  Accounts  Under  Title  I,  P.L.  480 

The  responsibility  for  administering  the  expenditure  of  foreign  currency 
is  assigned  by  executive  order  to  the  various  agencies  listed  in  table  8. 

In  addition  to  the  Egyptian  currency  uses  for  agricultural  market  develop- 
ment, other  U.S.  agency  uses  range  from  research  that  will  promote  the  utili- 
zation of  the  products  of  our  farms  and  forests  to  research  in  heart  disease, 
mental  health,  nutrition,  water  supply  and  purification,  microbiological 
ecology  of  food,  and  anemia. 

The  Bureau  of  Commercial  Fisheries,  U.S.  Department  of  the  Interior,  is 
sponsoring  research  in  the  UAR  with  the  aim  of  increasing  the  availability  of 
protein  through  increased  use  of  fish.   Other  agencies  sponsor  research  in 
educational  and  cultural  activities  and  in  acquisition  and  indexing  of  foreign 
publications . 

Funds  under  Section  104(1)  are  used  by  the  Department  of  State  for  the 
acquisition  of  sites,  buildings,  and  grounds  for  U.S.  Government  use.   A 
consulate  general  office  building  and  residence  has  been  acquired  in  Alexandria. 
In  Cairo,  an  embassy  residence  and  eight  residences  for  senior  officers  have 
been  acquired  under  this  program. 

The  responsible  agencies  must  await  transfer  of  currencies  to  their 
account  by  the  Treasury  Department  before  incurring  actual  obligations. 
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Table  8. --Agencies  responsible  for  specified  uses  of  foreign  currencies  under 

Title  I,  Public  Law  480  1/ 


Authority- 


Section  104 

(a)  

(b)  

(c)  


(d) 

(e) 
(e) 
(f) 

(g) 
(h) 
(i) 

(j) 


CO 


(1) 

(m) 

(n) 

(o) 
(P) 

(q) 

(r) 

(s) 


Currency  use 


Responsible  agency 


Agricultural  market  development  ...:  Department  of  Agriculture 

Supplemental  stockpile  :  Office  of  Emergency  Planning 

Common  defense  :  Department  of  State  (AID) 

:  and  Defense 
Purchase  of  goods  for  other  coun-   : 

tries  :  Department  of  State  (AID) 

Grants  for  economic  development  ...:  Department  of  State  (AID) 

Loans  to  private  enterprise  :  Department  of  State  (AID) 

Payment  of  U.S.  obligations  :  Any  authorized  U.S. 

:  Government  agency 

Loans  to  foreign  governments  :  Department  of  State  (AID) 

International  educational  exchange  :  Department  of  State 
Translation  of  books  and           : 

periodicals  :  U.S .  Information  Agency 

American-sponsored  schools  and      : 

centers  :  Department  of  State  and  U.S. 

:  Information  Agency 
Scientific,  medical,  cultural,  and  : 

educational  activities  :  National  Science  Foundation, 

:  Department  of  State,  and 

:  other  appropriate  agencies 

Buildings  for  U.S.  Government  use  .:  Department  of  State 

Trade  fairs  :  U.S .  Information  Agency 

Acquisition,  indexing,  and  dissemi-: 

nation  of  foreign  publications  . . :  Librarian  of  Congress 

American  education  institutions  ...:  Department  of  State 
Workshops  and  chairs  in  American    : 

studies  :  Department  of  State 

Purchase  nonfood  items  for         : 

emergency  uses  :  Department  of  State  (AID) 

Audiovisual  materials  :  Department  of  State  and 

:  U.S.  Information  Agency 

Sales  for  dollars  to  U.S.  tourists  :  Department  of  Treasury 


1/      On  November  4,  1961,  ICA  (International  Cooperation  Administration) 
became  AID  (Agency  for  International  Development),  and  Office  for  Civil  and 
Defense  Mobilization  became  Office  of  Emergency  Planning.   Public  Law  87-195, 
September  4,  1961,  and  Executive  Order  10972,  November  3,  1961,  transferred 
the  responsibility  for  104(e)  loans  to  private  enterprise  from  Export-Import 
Bank  of  Washington,  effective  January  1,  1962. 
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From  the  inception  of  the  Title  I  program  through  December  31,  1961,  the 
equivalent  of  $176.2  million  was  transferred  by  the  Treasury  Department  to  the 
applicable  agency  accounts.   During  calendar  year  1962  an  additional  $138.7 
million  was  transferred.   Of  the  $314.9  million  cumulative  total  by  the  end  of 
1962,  44  percent  was  made  available  to  agencies  for  obligation  during  calendar 
year  1962.  4/ 

OTHER  EXTERNAL  ASSISTANCE 

Assistance  from  International  Organization 

International  organizations  provided  a  total  of  $72.3  million  to  the  UAR 
during  the  decade  1953-62,  of  which  the  majority,  92.4  percent,  was  supplied 
during  the  last  3  years  (table  9). 

The  principal  assistance  from  international  organizations  was  supplied 
by  the  International  Bank  for  Reconstruction  and  Development  (IBRD)  through 
a  $56.5  million  loan  to  the  UAR  in  1960.   Loans  are  made  to  member  countries 


Table  9. --Assistance  to  the  United  Arab  Republic  from  international  organiza- 
tions, fiscal  years,  1952-62 


Years  ending 
June  30 

1 

IBRD  1/ 

:   UNTA  1/ 

• 

UNSF 

1/   ; 

Total 

doll 

ars  -  ■ 

1952  



2/ 



2/ 

1953  



0.3 



0.3 

1954  



.2 



.2 

1955  



.6 



.6 

1956  



.9 



.9 

1957  



.9 



.9 

1958  



.9 



.9 

1959  



1.0 

0.6 

1.6 

1960  

:     56.5 

.8 

1.0 

58.3 

1961  

— 

.9 

4.4 

5.3 

1962  

— 

.8 

2.4 

3.2 

Total  3/  

56.5 

7.3 

8.5 

72.3 

1/   IBRD  -  International  Bank  for  Reconstruction  and  Development 

UNTA  -  United  Nations  Technical  Assistance 

UNSF  -  United  Nations  Special  Fund 
2/  Less  than  $50,000. 
3/  Details  may  not  add  to  total  because  of  rounding. 

Source:   Agency  for  International  Development. 


4/   Treasury  Department,  Bureau  of  Accounts,  Division  of  Central  Reports 
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under  the  authority  of  the  Bretton  Woods  Agreement  Act  to  aid  in  the  develop- 
ment of  productive  facilities  and  resources  in  member  countries.   This 
particular  World  Bank  loan  to  the  UAR  was  made  for  widening  and  deepening  the 
Suez  Canal,  an  important  source  of  foreign  exchange  earnings  from  toll  fees. 

Two  other  organizations  also  provided  assistance.   For  fiscal  years 
1953-62  the  United  Nations  Technical  Assistance  (UNTA)  averaged  $730,000  a 
year  for  direct  project  costs  of  technical  assistance  programs  administered 
by  UNTA.   The  United  Nations  Special  Fund  (UNSF)  provided  a  total  of  $8.5 
million  during  1959-62  toward  costs  of  preinvestment  surveys. 

Assistance  from  the  Soviet  Bloc 

The  United  States  aid  program  to  the  United  Arab  Republic  was  followed  in 
magnitude  by  the  Sino-Soviet  Bloc  program  of  financial  assistance  principally 
from  the  Soviet  Union.   The  Soviet  Government  does  not  publish  complete  statis- 
tical information  on  their  credit  agreements  or  actual  deliveries;  therefore, 
only  estimates  can  be  made  of  Soviet  Bloc  aid. 

In  evaluating  any  figures  on  Bloc  aid,  careful  distinction  must  be  made 
between  Bloc  commitments  and  actual  deliveries.   According  to  one  source,  the 
best  estimates  indicate  that  disbursements  are  about  one-third  of  commitments 
(4).   Another  source  estimated  that  from  1953  to  1957  Soviet  Bloc  credit  agree- 
ments with  the  UAR  amounted  to  $213  million  while  actual  deliveries  amounted  to 
only  $17  million  (3,  p.  57).   These  estimates  are  subject  to  an  unknown  margin 
of  error.   On  the  other  hand,  from  1953  to  1957  total  U.S.  deliveries  to  the 
UAR  were  $80  million--$69  million  in  grants  and  $11  million  in  credits.   The 
United  Arab  Republic,  therefore,  received  almost  5  times  as  much  actual  assis- 
tance from  the  United  States  as  from  the  Soviet  Bloc  during  this  5  year  period. 

Since  1957,  Soviet  shipments  and  commitments  have  increased  substantially. 
Sino-Soviet  commitments  to  the  UAR  from  January  1,  1954,  to  June  30,  1962,  are 
estimated  at  $671  million  and  disbursements  at  $221  million  (19,  pp.  13-17). 
Of  the  commitments  to  the  28  countries  that  were  recipients  of  Bloc  aid  during 
the  1954  to  1962  period,  disbursements  amounted  to  almost  one-fourth  of  commit- 
ments.  Of  the  28  countries  receiving  Bloc  aid,  the  United  Arab  Republic,  India, 
and  Indonesia  accounted  for  almost  one-half  of  all  Bloc  grants  and  credits. 

By  comparison,  U.S.  assistance  to  the  UAR  in  terms  of  actual  expenditures 
amounted  to  $477  million  between  fiscal  1955  and  1962.   This  amount  is  over  two 
times  as  much  as  the  estimated  Sino-Soviet  Bloc  sum.   However,  Bloc  credit 
agreements  were  approximately  one-third  more  than  total  U.S.  aid  and  two-thirds 
more  than  P.L.  480  economic  assistance  during  the  same  period.   Bloc  commitments 
grossly  exaggerate  actual  Bloc  performance. 

The  difference  between  U.S.  agreements  and  expenditures  is  not  as  great  as 
in  the  Soviet  Bloc  case.   P.L.  480  Title  I  agreements  amounted  to  approximately 
$280  million  from  1955  to  December  31,  1961,  while  shipments  were  $220  million 
during  this  period.  5/   These  U.S.  shipments  represent  four-fifths  of  total 
agreements,  whereas  Bloc  deliveries  to  the  UAR  were  approximately  one-third  of 
total  commitments. 


5/  Fifteenth  Semiannual  Report  to  the  President  on  P.L.  480,  April  9,  1962 
Export  Market  Value,  f.o.b.  U.S.  ports.   87th  Cong.,  2d  Sess.,  House  Doc.  385. 
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Since  1961,  the  UAR  has  attempted  to  lessen  its  dependence  on  aid  from  the 
Soviet  Bloc  (6).   Soviet  Bloc  aid  has  not  been  as  beneficial  as  was  expected. 
The  Bloc's  practice  of  dumping  bartered  Egyptian  cotton  on  Western  markets  has 
actually  hurt  the  UAR1 s  foreign  exchange  earnings.   Debate  between  the  two 
countries  over  the  UAR1 s  treatment  of  local  Communists,  over  differences 
between  Communism  and  Arab  socialism,  and  Soviet  displeasure  at  the  UAR1 s  aid 
and  trade  involvement  with  capitalist  countries  have  also  increased  friction 
between  the  Egyptian  and  Soviet  Governments.   The  United  Arab  Republic  has, 
therefore,  turned  to  other  countries  for  foreign  aid.   In  fiscal  year  1960 
U.S.  aid  to  the  UAR  rose  241  percent  over  the  previous  year,  and  in  1961  it 
increased  171  percent  over  1960.   Most  of  this  increase  represented  P.L.  480 
aid,  particularly  a  loan  to  the  Egyptian  Government  under  Title  I,  Section 
104(g).   The  increase  in  U.S.  assistance  in  1962  under  Title  I  agreements  was 
one  and  one-half  times  greater  than  the  cumulative  total  of  Title  I  agreements 
with  the  UAR  from  the  inception  of  the  program  through  1961.  6/      (See  appendix 
table  16). 

Not  only  is  there  a  quantitative  difference  between  Soviet  Bloc  and  U.S. 
aid,  there  is  also  a  qualitative  difference.   All  Bloc  aid  to  the  UAR  has 
consisted  mostly  of  credits  whereas  U.S.  aid  was  fairly  evenly  distributed 
between  grants  and  credits.  Most  Bloc  aid  is  for  actual  industrial  development 
projects,  whereas  most  grants  from  the  United  States  consist  of  shipments  of 
agricultural  commodities  and  raw  materials.   Soviet  credits  for  the  Aswan  High 
Dam  during  the  period  of  construction  through  1970  are  expected  to  total  $380 
million.   There  is  no  Soviet  equivalent  of  P.L.  480  for  the  sale  of  agricultur- 
al commodities  for  local  currency. 

In  evaluating  the  postwar  assistance  given  to  the  UAR,  one  could  conclude 
that  the  United  States  has  contributed  the  largest  proportion  of  assistance  and 
also  the  most  diversified  types  of  programs;  in  addition,  only  moderate  time 
lags  occurred  between  agreements  and  actual  deliveries. 

German  Assistance  to  the  UAR  l_f 

Early  in  1963  West  Germany  agreed  to  grant  a  loan  of  DM  230  million 
($57.5  million)  at  3  percent  interest  to  the  United  Arab  Republic  to  cover  the 
foreign  exchange  cost  of  25  infrastructure  projects  to  be  undertaken  in  that 
country.   The  loan  will  be  repayable  in  16  years  after  the  completion  of  each 
projecL.   In  addition,  West  Germany  guarantees  that  up  to  $62.5  million  will 
be  made  available  to  finance  German  deliveries  under  commercial  and  other 
credits,  repayable  over  periods  extending  to  12  years.   A  similar  guarantee  was 
extended  to  a  loan  of  $20  million  made  by  a  consortium  of  German  banks  to  the 
National  Bank  of  Egypt  in  September  1962.   The  two  Governments  have  agreed  to 
negotiate  on  technical  cooperation  and  on  the  expansion  of  tourism  in  the 
United  Arab  Republic.   A  year  earlier,  on  July  5,  1961,  the  UAR  concluded  an 
agreement  with  West  Germany  for  $262.5  million  in  credits. 


6/     Seventeenth  Semiannual  Report  to  the  President  on  P.L.  480,  March  4, 
1963.   Export  Market  Value  including  ocean  transportation.   88th  Cong.,  1st 
Session,  House  Doc.  79. 

]_/     Middle  East  Economic  Digest,  London,  March  29  and  April  5,  1963; 
International  Financial  News  Survey  (15);  and  Middle  Eastern  Affairs  (6). 
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Private  Investment 

One  of  the  first  major  and  far-reaching  moves  made  by  President  Nasser, 
following  the  overthrow  of  Egypt's  monarchy  by  the  coup  d'etat  of  July  1952, 
was  the  implementation  of  the  Agrarian  Reform  Law  of  September  9,  1952.   Since 
passage  of  the  law,  about  565,000  acres  of  land  have  been  requisitioned  from 
approximately  1,800  landowners  and  distributed  to  landless  peasants  and  small 
farmers  in  units  no  larger  than  5  feddans  (about  5  acres)  per  family. 

One  impulse  behind  agrarian  reform  in  1952  had  been  the  hope  that  the 
capital  made  liquid  for  the  land  requisitioned  from  the  1,800  landowners  would 
be  channeled  into  industry.   Instead,  the  disappointed  landowners  began  invest- 
ing in  real  estate.   To  discourage  this  trend  the  Government  arbitrarily  cut 
rents  about  one- third,  and  the  money  began  a  speculative  flow  into  the  stock 
market  instead  of  an  expansion  of  new  industry.   To  plug  this  loophole  and 
prevent  unsound  speculation  in  stocks,  the  Government  limited  distribution 
of  dividends  by  a  company  to  not  more  than  5  percent  of  the  market  value  of 
its  stock.   Stock  companies  also  were  required  to  invest  10  percent  of  their 
declared  profits  in  Government  bonds  before  distribution  of  dividends. 

By  then,  whatever  confidence  had  existed  between  the  Government  and 
Egyptian  capitalists  had  vanished.   The  next  step  to  channel  money  into  indus- 
try was  nationalization,  and  the  first  industry  chosen  was  banking.  8/ 

One  objective  of  the  expansion  of  the  industrial  sector  of  the  economy 
was  to  employ  a  substantial  portion  of  the  country's  jobless  population,  and 
another  was  to  enable  the  Government  to  diversify  exports  and  reduce  excessive 
reliance  on  the  income  from  the  sale  of  cotton  in  uncertain  foreign  markets. 
A  further  goal  was  to  attract  local  investors  and  lessen  the  need  for  foreign 
capital . 

These  ideas  were  put  to  the  test  in  the  second  5-year  plan,  inaugurated  in 
1960,  calling  for  some  700  new  industrial  undertakings.   The  Egyptian  investors 
failed  to  respond,  and  nationalization  of  the  Suez  Canal  operations  in  1956  set 
the  precedent  for  expropriation  by  the  state  of  other  foreign-owned  properties 
in  the  UAR- -banks,  insurance  companies,  mercantile  companies,  transportation, 
and  shipping.   These  proceedings  led,  in  turn,  to  the  partial  or  total  taking 
over  of  privately  owned  properties  and  finally  to  the  seizure  of  private  wealth 
in  almost  every  form  on  a  progressive  and  ever-widening  scale. 

The  measure  of  success  to  be  achieved  through  the  second  5-year  plan  will 
depend  upon  many  factors.   The  industrial  outlook  in  many  respects  was  bright 
in  1962  as  more  and  more  Egyptian  needs  were  being  met  by  Egyptian  manufac- 
turers.  There  is  increased  petroleum  production  in  Egyptian  fields  and 
hydroelectric  expansion  which  meets  most  of  the  power  needs  of  industry.   For 
agriculture,  the  opening  of  new  fertilizer  plants  and  increased  use  of  insecti- 
cides gave  promise  of  better  yields  for  the  future;  however,  the  3  percent 
current  rate  of  the  UAR' s  population  increase  is  likely  to  keep  up  with  or 
even  overrun  improvements  of  the  economy. 


8/  The  New  Leader,  December  26,  1960,  pp.  4-5.   New  York. 
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SOME  EFFECTS  OF  P.L.  480  COMMODITIES  ON  FOOD  CONSUMPTION 

The  largest  single  element  of  U.S.  aid  to  the  United  Arab  Republic  is  the 
P.L.  480  program,  particularly  Title  I.   The  United  Arab  Republic  has  only  6 
million  acres  under  cultivation  and  is  not  able  to  become  self-sufficient  in 
the  production  of  food.   Egyptian  agricultural  expansion  depends  directly  upon 
irrigation.   Few  other  places  in  the  world  are  as  dependent  upon  irrigation 
water.   The  problem  of  adequate  food  supply  is  likely  to  remain  serious  because 
of  limited  crop  acreage  and  a  rapidly  rising  population.   This  is  true  even 
when  the  potential  benefits  of  the  Aswan  High  Dam  and  potential  increases  in 
agricultural  productivity  are  considered. 

Title  I  Commodity  Impact 

Wheat  and  flour  accounted  for  77  percent  of  the  value  of  all  commodities 
included  under  Title  I  from  July  1,  1954,  through  June  30,  1963  (table  10). 
Corn,  rice,  nonfat  dry  milk,  fats  and  oils,  and  poultry  accounted  for  the 
remainder  of  the  food  commodities  and  for  19  percent  of  all  commodities. 
Unmanufactured  tobacco  accounted  for  about  4  percent  of  the  value  of  all  com- 
modities included  under  agreements  from  the  inception  of  the  program. 

In  1958  the  UAR  was  producing  about  54  percent  of  its  estimated  wheat 
consumption.   Food  consumption  per  person  per  day  averaged  2,340  calories  at 
that  time  and  consumption  of  wheat  and  other  cereals  was  below  the  recommended 
nutritional  standard  of  2,500  calories,  60  grams  of  protein,  and  42  grams  of 
fat  per  person  a  day.   Consumption  of  wheat  for  1962  is  estimated  to  have  met 
the  nutritional  standard  for  caloric  intake.   About  47  percent  of  the  wheat 
consumed  in  1962  was  grown  in  the  UAR;  it  is  estimated  that  by  1966  wheat  grown 


Table  10. --Commodity  composition  and  value  of  Public  Law  480  Title  I  programs 
Agreements  signed  with  the  United  Arab  Republic,  July  1,  1954,  through 
June  30,  1963 

Commodity  '  Market  value 

.    Million  dollars         Percent  of  total 

Wheat  and  flour  

Feed  grains  

Rice  

Tobacco  

Dairy  products  

Fats  and  oils  

Other  

Total  :         693.2  100.0 


532.0 

76.7 

47.6 

6.9 

5.3 

.8 

30.0 

4.3 

.4 

1/ 

75.2 

10.8 

2.7 

.4 

1/     0.05  percent  or  less 
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in  the  UAR  will  decline  further  to  around  44  percent  of  nutritional  standards 
(9).   The  import  requirement  for  wheat  will  continue  to  grow.   Projections  for 
wheat  import  requirements  and  selected  other  commodities  are  shown  in  table  11. 

Ten  years  ago  as  much  as  800,000  tons  of  locally  grown  wheat  were  sold 
to  the  mills.   In  1961  only  225,000  tons  were  available  and  in  1962  production 
was  expected  to  drop  to  180,000  tons.   Local  wheat  production  is  estimated  to 
supply  only  about  10  percent  of  the  urban  demand  in  1963,  and  by  1970  only 
about  160,000  tons  are  expected  to  be  available  to  meet  the  expanding  require- 
ments of  the  nonfarm  sector.   The  limitation  of  the  Egyptian  agricultural 
resource  base  for  food  production  forces  the  Government  to  look  to  industrial 
development  to  save  foreign  exchange  for  the  import  of  food  and  manufactured 
goods.   On  the  other  hand,  industrial  development  is  increasing  the  need  for 
food.   By  1970  the  wheat  import  requirement  may  reach  2-1/2  million  tons.   The 
need  for  P.L.  480  commodities  will  be  even  greater  in  the  years  ahead,  to  help 
fill  this  gap  during  the  UAR' s  industrial  development. 


Table  11 . --Egyptian  requirements,  production,  and  import  need  for  selected 
commodities,  1958,  and  projections  for  1962  and  1966 


Estimated 
consump- 
tion 

Nutri- 
tional 
standard 

Pro- 
duction 

Import  need 

Commodity 

For 

estimated 

consumption 

To  meet 

nutritional 

standard 

,000 

1 
1 
1 

metric 

,414 
,432 

,475 

311 
344 
360 

0 
0 
0 

145 
128 
108 

Wheat: 

1958  

2,577 
3,018 
3,338 

327 
361 
384 

0 
10 
11 

206 
228 
252 

1 

2,731 
3,018 
3,338 

327 
361 
399 

0 
10 
12 

206 
228 
252 

1,586 
1,863 

17 

24 

10 
11 

100 
144 

1962  

1,586 

1966  

1,863 

Dry  beans  &  peas: 
1958  

1962  

17 

1966  

39 

Nonfat  dry  milk: 
1958  

1962  

10 

1966  

12 

Vegetable  oil: 

1958  : 

1962  

100 

1966  ■ 

144 

Source:   The  World  Food  Budget  1962  and  1966  (9) 
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The  Government  has  adopted  a  policy  of  setting  internal  market  prices 
for  certain  basic  agricultural  commodities  at  "reasonable  prices"  to  control 
inflation  and  to  keep  prices  within  the  purchasing  range  of  the  low- income 
population.   Following  this  policy,  a  substantial  financial  loss  is  sustained 
by  the  Government  between  import  costs  and  subsidized  retail  prices.   During 
1960-61,  wheat  flour  was  sold  at  3.6  cents  per  pound  (2JL,  p.  385),  rice  at 
3.1  cents  per  pound,  and  wheat  at  $1.78  per  bushel  (18) . 

On  the  production  side,  the  Government  sets  support  prices  for  wheat, 
rice,  and  cotton,  and  accepts  all  quantities  offered. 

Titles  II  and  III  Impact  on  Consumption 

Disaster  relief  assistance  through  the  Title  II  government-to-government 
program  was  contracted  in  December  1961  to  provide  200,000  metric  tons  of 
yellow  corn,  a  traditional  food  staple  in  the  rural  areas,  to  relieve  distress 
caused  by  failure  of  the  corn  and  cotton  crop.   Under  the  Title  II  program  the 
corn  was  distributed  free  to  needy  farmers. 

U.S.  economic  assistance  to  the  UAR  under  Title  III  has  been  supplied 
every  year  since  the  beginning  of  the  program  in  1954.   The  program  was  inter- 
rupted following  the  outbreak  of  hostilities  in  November  1956  between  the 
United  Kingdom,  France,  Israel,  and  the  United  Arab  Republic  when  the  U.S.  Aid 
Mission  was  withdrawn.   Only  phase -out  shipments  were  made  in  1957.   The  pro- 
gram was  resumed  later  in  1958  with  a  sale  of  wheat  under  Title  I.   The  Mission 
was  reconstituted  in  March  1959. 

The  CCC  cost  of  commodities  donated  under  the  Title  III  program  totaled 
$11.6  million  in  1956  and  dropped  to  $300,000  in  1957.   Title  III  program 
assistance  amounted  to  $1.1  million  in  1958  when  the  program  was  resumed.   The 
program  grew  in  each  subsequent  year  through  1961,  when  food  donations  amounted 
to  $22.6  million.   In  1963,  food  donations  amounted  to  $20  million  under  this 
program. 

The  Title  III  program  in  the  UAR  for  1961  and  1963  was  the  largest  for  any 
country,  in  both  tonnage  and  value;  the  1962  program  was  largest  in  tonnage  and 
second  largest  in  value.   A  school  feeding  program  reaching  about  3  million 
children  is  operated  under  the  Title  III  program.   Voluntary  agencies  such  as 
CARE,  Church  World  Service,  and  the  Catholic  Relief  Services  administer  this 
people-to-people  program. 

COUNTRY  TRADE  AND  IMPORTANCE  OF  P.L.  480 

A  consistent  pattern  of  substantial  trade  deficits  has  characterized  the 
United  Arab  Republic's  foreign  trade  throughout  the  last  15  years.   Contribut- 
ing substantially  to  the  imbalance  has  been  the  decline  in  the  price  of  cotton 
since  the  early  1950' s.   Several  shifts  from  one  cotton-selling  policy  to 
another  by  the  Egyptian  Government  have  added  to  the  dislocations  felt  by 
the  economy  (12) . 

A  major  swing  was  begun  in  1955  from  traditional  Western  markets  to  the 
Soviet  Bloc,  based  on  political  reasons,  the  possibility  of  purchasing  military 
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equipment  with  cotton,  and  a  decline  in  cotton  purchases  by  previous  customers 
The  Suez  Crisis  in  1956,  and  the  accompanying  break  in  diplomatic  relations 
with  the  United  Kingdom  and  France  as  well  as  the  blocking  of  Egyptian  curren- 
cies in  Western  countries,  served  to  increase  the  reliance  upon  Soviet  Bloc 
countries  as  major  trading  partners  (table  12). 


Table  12. --Value  of  Egyptian  exports  and  imports  and  percentage  distribution  by 

major  trading  partners,  1957-62 


Total 

Percentage  < 

distribution  by  trading  area  2/ 

Item  and  . 

Conti-  • 

USSR  &  • 

Other 

calendar  . 
year 

trade 
1/ 

.  United 
States 

.  United 
.  Kingdom 

nental  : 

Western  : 

Europe  ; 

other  ; 

Eastern  : 

Europe  • 

Middle 
East 

coun- 
tries 

Million 

U.S. 

dollars 

Percent 

Percent 

Percent 

Percent 

Percent 

Percent 

Exports 

1957. .. 

493 

5 



21 

38 

6 

30 

1958... 

479 

2 

5 

17 

40 

5 

31 

1959... 

461 

1 

3 

20 

43 

4 

29 

1960... 

568 

5 

2 

16 

36 

4 

37 

1961  3/ 

486 

6 

2 

18 

43 

11 

20 

1962  3/ 

414 

6 

5 

21 

39 

7 

22 

Imports 

1957... 

550 

9 

1 

34 

23 

8 

25 

1958... 

:   669 

8 

5 

36 

32 

2 

17 

1959... 

649 

14 

7 

30 

26 

4 

19 

1960. .. 

668 

18 

6 

31 

22 

4 

19 

1961  3/ 

:   700 

19 

7 

23 

24 

6 

21 

1962  3/ 

:   758 

16 

8 

21 

22 

4 

29 

1/      International  Financial  Statistics  (16,    PP •  36-37). 
2/  Economic  Developments  in  the  Middle  East  1959-1961  (22,  p.  158). 
3/   Direction  of  Trade,  A  Supplement  to  International  Financial  Statistics. 
Annual  1958-62  (25,  pp.  264-265). 
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An  attempt  made  in  1961  to  regain  former  markets  met  with  only  partial 
success.   This  readjustment,  combined  with  a  poor  cotton  crop  in  1961,  resulted 
in  a  substantial  increase  in  the  deficit  trade  balance  for  that  year  over  the 
1960  deficit.   Both  exports  and  imports  in  1962  were  about  one-fourth  to  one- 
third  less  than  had  been  planned  by  Egyptian  officials  (24) . 

Raw  cotton  usually  makes  up  over  two-thirds  of  the  value  of  all  United 
Arab  Republic  exports.   The  share  of  cotton  in  the  export  market  declined  to 
62  percent  in  1961  due  to  the  poor  cotton  crop  as  well  as  an  increase  in  ex- 
ports of  onions,  cement,  and  crude  oil. 

In  an  attempt  to  overcome  unfavorable  trade  balances,  the  Egyptian 
Government  imposed  drastic  restrictions  on  all  imports  shortly  after  the  1952 
revolution.   The  controls  prohibited  the  importing  of  about  one-half  of  the 
items  in  the  Egyptian  customs  book,  primarily  luxury  and  nonessential  consumer 
goods.   Purchase  of  items  not  considered  necessary  under  the  industrial  develop- 
ment plan  for  the  country  or  for  basic  supply  items  for  the  population  were 
also  restricted.   In  spite  of  the  restrictions,  imports  increased  regularly  to 
a  record  high  of  about  $908  million  in  1963,  due  principally  to  the  requirements 
of  the  ambitious  industrialization  program  which  is  now  in  the  fourth  year  of 
the  second  5-year  development  plan.   For  1963  the  Government  was  committed  to 
investing  $900  million,  of  which  at  least  $100  million  was  foreign  currency 
requirements.   Exports,  on  the  other  hand,  showed  little  increase  during  the 
last  12  years,  and  in  fact  never  approached  the  record  total  of  $595  million 
exported  in  1951.   Exports  in  1962  were  approximately  $522  million  (table  13). 


Table  13. --Value  of  Egyptian  world  trade,  selected  periods, 

1951-63 

:   Exports   :   Imports   :    Trade 
Period          .  fs-        .  \  .   /   •  c   \  .  ui 
(f.o.b.)  •   (c.i.f.)  •  balance 


1951 

1954 
1955 
1956 
1957 

1958 
1959 
1960 
1961 
1962 
1963 


Sources:   International  Financial  Statistics  (17 ,  pp.  40- 
41;  16,  pp.  36-37). 
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Millie 

n  U.S.  doll 

ars  

595 

678 

-83 

413 

472 

-59 

419 

538 

-119 

409 

577 

-168 

493 

550 

-57 

479 

669 

-190 

461 

649 

-188 

568 

668 

-100 

485 

700 

-215 

414 

759 

-345 

522 

908 

-386 

Effect  of  P.L.  480  on  Trade  Patterns 

P.L.  480  agricultural  commodity  imports  from  the  United  States  in  1961 
accounted  for  12  percent  of  the  total  Egyptian  imports  from  all  countries. 
These  P.L.  480  commodities  eased  the  serious  drain  on  the  foreign  currency 
reserves  by  calling  for  payment  in  Egyptian  pounds.   Wheat  (and  wheat  flour) 
was  the  single  most  important  commodity  imported  during  1961,  accounting  for 
almost  11  percent  of  the  total  imports;  about  87  percent  of  the  wheat  and 
flour  was  supplied  through  the  P.L.  480  program. 

Industrial  equipment  and  raw  materials  as  a  group  make  up  the  major 
portion  of  imports,  but  foodstuffs  are  in  strong  second  place  for  the  rapidly 
expanding  economy.   About  one-fifth  of  all  imports  in  1961  was  in  the  food- 
stuffs category  (table  14) . 

The  availability  of  food  commodities  under  the  P.L.  480  program  has 
permitted  the  United  Arab  Republic  to  maintain  a  relatively  stable  cost-of- 
living  for  the  rising  population  over  the  past  decade  (table  15) .   Price  and 
distribution  controls  are  now  in  effect  for  practically  all  food  products, 
pharmaceuticals,  and  a  large  number  of  other  consumer  goods  including  household 
refrigerators,  ranges,  stoves,  tableware,  underwear,  hosiery,  textiles,  shoes, 
gasoline,  kerosene,  and  fuel  oil.   An  effort  is  also  being  made  to  expand  the 
services  offered  by  the  Consumers  Cooperatives  which  are  Government  owned  and 
operated. 

Commercial  relations  between  the  United  Arab  Republic  (Egypt)  and  the 
United  States  began  to  improve  significantly  after  World  War  II  when  tradi- 
tional European  suppliers  were  unable  to  meet  the  demands  of  the  Middle  East. 
Trade  with  the  United  States  grew  rapidly,  and  for  several  years  U.S.  export- 
ers and  manufacturers  found  a  seller's  market  with  a  strong  demand.   Foreign 
exchange  difficulties  eventually  forced  the  UAR  to  reduce  imports  of  most 
dollar  products.   At  the  present  time,  only  essential  items  such  as  machinery, 
raw  materials  for  industry,  spare  parts,  chemicals,  and  pharmaceuticals  are 
imported  from  the  dollar  area.   Competition  is  substantial  from  both  the 
Western  European  traditional  suppliers  and  from  the  Sino-Soviet  Bloc.   The 
magnitude  of  this  competition  is  reflected  in  the  foreign  trade  with  principal 
trading  areas  in  recent  years  (table  12). 

Attempts  to  increase  United  States-United  Arab  Republic  trade  are  hindered 
by  two  major  problems:   The  severe  shortage  of  foreign  exchange,  and  the 
limited  potential  for  increasing  Egyptian  exports  to  the  United  States  or 
other  countries  with  which  we  trade.   To  overcome  the  lack  of  hard  currency, 
the  United  Arab  Republic  is  under  pressure  to  increase  exports  to  earn  dollars 
or  other  convertible  currencies.   Traditionally,  a  substantial  imbalance  in 
commodity  trade  has  existed  between  the  United  States  and  the  UAR.   The  United 
States  has  imported  sizeable  quantities  of  Egyptian  extra  long  staple  cotton 
for  many  years.   However,  production  of  extra  long  staple  cotton  in  the  United 
States  has  expanded  in  the  last  decade  and  the  United  States  is  no  longer 
entirely  dependent  on  Egyptian  cotton  for  its  supply.   The  United  States  in 
1962  bought  62,000  bales  of  Egyptian  cotton  and  about  2  million  pounds  of  yarns 
and  textiles.   As  the  industrial  development  of  the  UAR  progresses  in  diversi- 
fication and  in  the  output  of  uniform  quality  products,  Government  officials 
hope  that  the  opportunity  for  meeting  demands  of  foreign  industrial  markets 
will  become  a  greater  reality. 
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Table  14. --Value  of  principal  Egyptian  imports  and  exports,  1961 
Item  .  Value 


: Million  dollars 

Exports  : 

Raw  cotton  :  296.9 

Cotton  yarns  :  24 . 7 

Rice  :  23.0 

Cotton  textiles  :  20.7 

Petroleum,  crude  :  16.5 

Onions  :  11.7 

Cement  :  8.2 

Refined  cane  sugar  :  6.8 

Phosphate  of  lime  :  4.3 

Potatoes  :  3.1 

Manganese  :  3.1 

Flax  and  hemp  :  2.8 

Imports  : 

Wheat  :  41.4 

Railroad  locomotives  and  tenders  :  33.5 

Wheat  flour  :  30 . 1 

Petroleum,  crude  :  29.2 

Timber  :  24 . 1 

Tea  :  23.8 

Tobacco  :  14 . 8 

Passenger  cars,  buses,  trucks,  chassis  :  13.1 

Textile  machinery  :  10.2 

Kerosene  :  10.2 

Industrial  and  agricultural  machines  :  10.2 

Raw  and  carded  jute  :  9.6 

Raw  wool  :  9.4 

Printing ,  writing ,  drawing  paper  :  9.1 

Iron  or  steel  sheets  :  9.1 

Coal  :  8.8 

Fats  and  oils  :  8.5 

Iron  or  steel  beams,  bars  :  8.2 

Newsprint ,  magazine  paper  :  8.2 

Steel  and  malleable  cast  iron  pipes,  tubes  :  8.2 

Machinery  spare  parts  :  7.9 

Hessian  cloth  bags,  sacks  :  6.0 

Steel  rails,  joints,  ties  :  5.1 


Compiled  from  Economic  Review  (Central  Bank  of  Egypt,  1961  and  1962)  and 
various  releases  of  the  Embassy  of  the  United  Arab  Republic. 
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Table  15. --Index  numbers  of  wholesale  prices  and  cost-of-living 

UAR,  1953-62  (1958  =  100) 


Period 


1953 
1954 
1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 


Index  number 


Wholesale  prices 


Cost-of-living 


85 

83 

84 

93 

101 

100 

100 

100 

102 

101 


98 

94 

94 

96 

100 

100 

100 

101 

101 

98 


Source:   International  Financial  Statistics  (16,  pp.  282-283). 


The  operations  of  the  P.L.  480  program  during  1962  made  the  United  States 
the  principal  supplying  country  to  the  UAR.  The  United  States  was  followed  by 
West  Germany,  the  United  Kingdom,  The  Soviet  Union,  India,  and  Italy. 

The  United  Arab  Republic  maintained  through  1962  a  brisk  trade  with  the 
six  countries  of  the  European  Economic  Community,  especially  West  Germany 
and  Italy.   Trade  with  the  United  Kingdom,  Austria,  Sweden,  Norway,  Denmark, 
Portugal,  and  Switzerland,  members  of  the  European  Free  Trade  Association, 
rose  generally  during  1962.   United  Arab  Republic  trade  with  its  Arab  neighbors 
during  1962  fell  35  percent  below  the  1961  level  as  a  result  of  strained  and 
broken  diplomatic  relations  (25) . 

PROSPECTIVE  FOOD  DEVELOPMENTS 


The  Egyptian  Government  is  dedicated  to  the  goal  of  a  better  living  stand- 
ard for  its  people  in  face  of  the  basic  problem  of  its  population  increasing  at 
a  rate  faster  than  the  development  of  its  resources.   The  United  Arab  Republic 
is  on  a  net  import  basis  for  food,  and  the  food  shortage  is  expected  to  widen 
over  time  as  the  interaction  of  economic  development  and  social  factors  culmi- 
nate in  an  increased  demand  for  food.   This  is  brought  about  by  factors  such  as 
population  increasing  at  an  annual  rate  of  nearly  3  percent  while  the  increase 
in  food  production  is  at  a  rate  of  1  percent.   Currently,  the  gross  national 
product  is  increasing  at  an  annual  rate  of  about  2-2/3  percent.   Success  of  the 
economic  development  plan  would  intensify  the  need  for  food  due  to  high  income 
elasticity  of  demand  for  all  food.  9/ 


9/     Family  Budget  Survey  by  the  Sampling  Method  in  the  Egyptian  Region, 
United  Arab  Republic  Central  Statistical  Committee,  April  1961  (published  in 
Arabic  language) ,  indicates  that  the  income  elasticity  of  demand  for  all 
families  for  food  is  0.7.   The  composite  family  income  budget  analysis  used  in 
the  study  is  considered  to  be  a  conservative  measure  of  demand  elasticity. 
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An  equation  for  estimating  future  food  consumption  given  by  Kazushi  Ohkawa 
states  that  the  rate  of  increase  in  the  consumption  of  food  is  the  sum  of 
population  growth  plus  the  product  of  the  rate  of  per  capita  income  growth 
and  the  income  elasticity  of  the  demand  for  food  (d  =  p  +  gn)  (20).   Using  this 
equation,  a  projection  of  the  increase  in  demand  for  food  can  be  made.   Here  d 
refers  to  the  rate  of  increase  in  demand  for  food  measured  in  constant  monetary 
units;  p  is  the  annual  rate  of  change  in  population;  g  is  the  annual  rate  of 
growth  in  per  capita  gross  national  product;   and  n  is  the  income  elasticity 
of  demand  for  food: 

d  =  p  +  gn 
Using  this  equation  with  the  following  values: 

p  =  3 

g  =  2.67 

n  =   .7 
then  d  =  p(3)  +  g(2.67)  x  n(.7) 

d  =  4.87,  or  nearly  5  percent 

If  the  past  rate  of  increase  in  agricultural  production—almost  1  percent 
per  year  —  continues ,  the  United  Arab  Republic  would  on  the  basis  of  these 
projections  face  an  annual  increase  in  demand  for  food  of  about  4  percent  to 
be  met  from  food  resources  outside  of  the  country. 

Several  factors  contribute  to  the  lagging  rate  of  increase  of  domestic 
food  production.   The  main  factor  is  the  Egyptian  climate  which  is  extreme  and 
of  almost  uniform  aridity.   Water  is  available  to  cultivate  about  3  percent  of 
the  country's  land  area.   The  remaining  97  percent  is  wasteland.   There  is  also 
the  difficulty  of  raising  the  feasible  level  of  production  technology  with  the 
4  million  adults  engaged  in  agriculture--l . 5  million  are  landless,  and  of  the 
remaining  2.5  million,  70  percent  own  less  than  one-half  acre.   Hand  labor 
techniques  of  intensive  farming  set  the  agricultural  pattern.   Further,  there 
is  the  difficulty  of  designing  effective  price  policies  for  producers  and 
consumers.   Cotton,  by  far  the  principal  crop,  accounts  for  about  two-thirds 
of  the  country's  exports  although  cotton  acreage  is  restricted  to  about  one- 
third  of  the  farmland.   Regardless  of  the  agricultural  developments  that 
occur,  Egypt  can  be  expected  to  have  a  substantial  import  requirement  for 
food  in  the  foreseeable  future. 
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APPENDIX 
Table  16. --U.S.  economic  assistance  to  UAR  (Egypt),  by  form  of  aid,  July  1,  1945,  to  June  30,  1962 


Form  of  aid 


1945- 
53 


1954 


1955 


1956  :  1957 


1958 


1959 


1960  :  1961 


1962 


Total 


Gross  '.  Net 


Economic  grants 

UNRRA  

Mutual  Security  Act  

Sec.  402  and  550  

Other  

P.L.  480: 

Title  I,  Sec.  104(e)  

Title  II,  emerg.  relief  . 

Title  III,  vol.  agencies 
Transportation  of  ag. 

products  

Total  grants  

Reverse  grants  &  returns 

Net  grants  


Economic  loans  and  credits 
Mutual  Security  Act 

(Sec.  402  and  550)  

Export-Import  Bank  

Development  Loan  Fund  

Surplus  property  

P.L.  480  Title  I: 

Loans  to  govt.  Sec.  104(g) 

Loans  to  pvt.  enterprise 
(Sec.  104(e)  )  

Total  loans  and  credits  . . 

Repayment  of  principal  . . . 

Net  loans  and  credits  .... 
Net  short-term  assistance  3/ 

Under  P.L.  480  Title  I  ... 

Under  MSA  


Total  gross  economic  assistance 

Total  net  economic  assistance 

Total  assistance  under 

P.L.  480  4/  


Million  dollars 


.3 
12.9 


2.9        5.6      17.4 


15.6      11.8 


6.7 


7.1        4.1 


1.2       5.0 


8.9        3.5 


.2 
6.2 

1.5 


7.2 
10.6 


2.9 


5.7 
2.2 


1.1 


19.0 
3.3 


4.0 


.6 
16.8 

15.2 

2.8 


.3 

60.1 

6.9 

53.2 

.6 
17.0 
75.1 

9.3 
165.0 


1.3      11.1 


7.5 

.5  35.2 

5.2        1/5.2 

10.6 


15.6     27.2      89.6    2JU2A 


532.0 


385.8 


165.0 


2/. 8 

--- 

191.0 

— 

-20.0 

— 



171.0 



176.0 

2/159.9 

--- 

16.1 



512.0 


Note:   Details  may  not  add  to  totals  because  of  rounding  and  differences  in  reporting. 


Less  than  $500,000. 


1/ 
1/ 
3/ 


Source:   Operations  Report  (2). 

Unpublished  data,  U.S.  Dept.  Treas. 

Represents  the  net  accumulation  of  foreign  currency  claims  (difference  between  the  value  of  farm 
products  shipped  in  exchange  for  foreign  currencies  less  the  Government's  disbursement  of  the  currencies) 
Such  claims  are  in  effect  a  short-term  loan  of  the  exchange  value  of  the  farm  products. 

4/  Does  not  include  barter  transactions  and  excludes  $23  million  of  Title  I  currency  which  was  used 
for  U.S.  uses  in  the  UAR. 


34 


